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THE REAL ISSUE IN THE FIGHT FOR CURRENCY 

REFORM. 



M UCH , confusion exists as to the 
real issue between the adyocates 
of credit currency and those who op- 
pose that reform. Many seem to think 
that the differences arise over using 
bonds or commercial paper as security 
for bank notes. Others believe it to 
be a contest between those who hold 
that notes may be safely issued without 
specially pledging or “segregating” 
the banks’ assets and those who con- 
tend that the assets should be lodged 
with the Treasury or some other cen- 
tral authority. 

While these details are of great im- 
portance, they do not teptresent the 
fundamental point at issue, which is 
simply this: Shall the issue of 

currency and the handling of the 
public revenues and expenditures be 
controlled by the people and in their 
interests, or for the profit of a few pet 
banks. This is the point to be fought 
out, and it has already passed the 
academic stage of discussion. Nobody 
of any authority in banking and 
finance defends a bond-secured cur- 
rency, and nobody whose financial 
opinions are worth anything condemns 
a credit currency. 

The currency reform fight is, there- 
fore, no longer a war of opposing 
schools or monetary principles. On 
one side are those who want to manipu- 
late the issue of currency in their own 
interests and to use the public funds 
for speculation and promotion schemes, 
l 



On the other side are those who are 
trying to have a currency system 
adopted that will be of real benefit to 
every section of the country and to all 
classes, and who believe that the sur- 
plus public funds ought to be, as 
nearly as possible, kept in the channels 
of legitimate trade. 

Those who, like a celebrated ex- 
political ruler, “work for their own 
pockets every time,” naturally favor a 
bond-secured bank currency and also 
that a deposit of bonds shall be re- 
quired to secure public funds. In both 
ways this benefits “the interests.” It 
increases the salability of their bonds, 
and since the banks which they control 
are the principal holders of the bonds 
accepted as security for public de- 
posits, it also narrows the field of com- 
petition in bidding for such deposits. 

There is no division of opinion 
among “the interests” as to what they 
want. They make no concealment of 
their intentions to profit at the public 
expense. They demand, and get, a 

market for their securities by making 
them available as a basis for bank cur- 
rency. They demand, and get, a large 
share of the Treasury surplus to swell 
their deposits. And the policy they 
have so successfully pursued heretofore 
will be strengthened and permanently 
fastened upon the country unless the 
bankers and the people generally wake 
up to the dangers or the situation. 

l 
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jyjANIFESTLY, the aim of the 
Republican platform adopted at 
Chicago was to commit the party to an 
unsound policy with respect to cur- 
rency legislation. We give some facts 
in respect to the platform in another 
part of this issue which strongly sup- 
port this view. 

While the course of the President and 
Mr. Taft in supporting the Aldrich- 
Vreeland law is open to criticism, evi- 
dence is not lacking that they both 
regarded this as a temporary measure 
which they would be glad to see re- 
placed by a wiser law. But, appar- 
ently, the same interests that were be- 
hind this law got in their work on the 
Chicago platform and doctored it to 
suit their purposes. They intend, of 
course, to see that the law is kept so 
as to bring the grist to their mills. And 
they will succeed unless the friends of 
real currency reform are more united 
and more energetic than they have been 
heretofore. It is probable that if the 
Fowlerites and the advocates of the 
American Bankers' Association plan 
had united early in the last session of 
Congress, and had kept up a vigorous 
fight for a simple and sensible meas- 
ure, they could have succeeded in get- 
ting it passed. 

'While the enemies of currency re- 
form are solidly held together by “the 
cohesive power of public plunder," it 
ill becomes the friends of that reform 
to quibble over trifles. 



JN nominating Mr. Taft for Presi- 
dent the Republicans have done 
what any business concern would have 
done in selecting a new man to manage 
affairs — they have chosen the one who 
is best equipped by temperament, abil- 
ity and experience to do the required 
work. It is doubtful if any candidate 
for the Presidency has been better 



fitted to discharge the duties of that 
high office. Mr. Taft's training and 
experience as a lawyer and his service 
on the bench gave him that habit of 
piind which is essential in avoiding 
rash action, while the administrative 
ability which he has displayed in deal- 
ing with difficult problems in the 
Philippines, in Cuba, and in Panama, 
show him to be possessed of exceptional 
tact and capacity. The personal qual- 
ities of the Republican nominee are 
also such as will add greatly to his 
chances of success at the polls. He is 
not only large-minded, but large- 
hearted, and should he be elected his 
policies will undoubtedly be shaped 
according to conscientious convictions. 



POLITICAL forecasts made in 
June, before one of the leading 
candidates has even been named, are 
apt to be in need of careful revision 
later on when the candidates are all 
known and the issues clearly defined. 

Campaigns for the Presidency are 
subject to all the vicissitudes which 
play such an important part in regu- 
lating mundane affairs in general, and 
are also liable to be powerfully affected 
by influences peculiar to themselves. 

If the Democrats could put up a 
man who would be a match for Mr. 
Taft in experience and ability, they 
would, barring unforseeable accidents, 
have a good chance of winning. There 
has only recently been a panic, fol- 
lowed by considerable depression of 
trade and industry with consequent loss 
of employment to workingmen, of in- 
come to capitalists, and of business to 
merchants. Whether justly or not, the 
party in power is liable to be held re- 
sponsible for these misfortunes. This 
will tend to work against Republican 
success, but to what extent no one can 
say. 
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If the Democrats should nominate a 
man of commanding ability, of the 
“safe and sane type,” he might draw 
largely from those who would otherwise 
vote the Republican ticket. But at the 
time this is written Mr. Bryan appears 
to be in the lead for the Democratic 
nomination. Having already suffered 
two ^defeats, he will enter the race at 
a disadvantage. 

But it is not to be plain sailing for 
the Republicans, by any means. Al- 
though Mr. Taft's ability and charac- 
ter are of the highest, there are many 
signs of dissatisfaction with some 
very powerful elements in the Republi- 
can party. But a short time ago, in 
conversation with the editor of this 
Magazine, one of the oldest and most 
conservative bankers of this country, 
and a life-long Republican, said: “The 
Republican party has become a stench 
in my nostrils, and I would get out of 
it at once, if I knew where else to go.” 
This feeling is growing among those 
who know something of the inner his- 
tory of the once “Grand Old Party.” 
The concessions made to certain in- 
terests in passing the Aldrich-Vreeland 
currency law, the high tariff, the way 
a few banks have been allowed to profit 
by the use of public funds, the 
double-faced “injunction plank” in the 
platform — these and other sins of 
omission and commission, will be a 
heavy load for the Republican elephant 
to carry in the coming canvass. 

If the Democrats could present a 
strong constructive programme and a 
candidate who would command confi- 
dence, they might, with the other cir- 
cumstances in their favor, manage to 
overcome Mr. Taft's personal popular- 
ity and elect their man. There is 
nothing in the recent history of the 
party, however, to justify the expecta- 
tion that they will do otherwise than 
repeat the blunders of previous cam- 
paigns. 



J>ECULIAR arguments are some- 
times advanced in favor of the 
central bank proposition. In a recent 
pamphlet by Mr. Paul M. Warburg, 
entitled “A Modified Central Bank of 
Issue,” we find the following: 

“A bank rediscounting with a cen- 
tral bank receives a loan for a given 
period, and upon this advance it may 
safely base its own commitments for the 
accommodation of its customers. The 
issuing of notes against its assets by a 
national bank means the creation of 
additional depositors who may with- 
draw their money any day like any 
other depositor. It is unsafe for a 
bank to accommodate its customers on 
resouroes which may be withdrawn at 
any time. This is a most important 
and f undamental point.” 

Issuing bank notes does not, in all 
cases, mean “the creation of additional 
depositors,” as a single illustration will 
show. Suppose a man has discounted 
his note at a bank, and has had the 
amount placed to his credit, taking as 
evidence thereof the ordinary bank- 
book. A week later he comes to the 
bank and presents a check against his 
deposit. In payment of the check, the 
bank hands out its notes. No addi- 
tional depositor has been created, and 
for the time being at least the amount 
of the bank's deposit has heen de- 
creased to the extent of the notes is- 
sued. 

But if it be admitted, broadly speak- 
ing, that the issue of notes tends to add 
to the number and amount of deposits, 
which is perhaps what Mr. Warburg 
means, is that fact objectionable? Mr. 
Warburg says that these additional 
depositors may withdraw their money 
any day like any other depositor. Sup- 
pose they may? Should that fact 
necessarily cause the bank any con- 
cern? If the bank's capital equipment 
is large enough to enable it to provide 
sufficient means, either in the shape of 
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gold or quicklv-realizable assets, to pay 
all claims on demand, it need not worry 
any over having additional deposits 
that may be withdrawn at any time. 
And if its cash means are insufficient 
it would certainly be in a worse situa- 
tion with respect to its checking ac- 
counts than it would as to its note 
issues. For the notes would not be 
presented for redemption with any- 
thing like the same rapidity as the 
checks. 

Furthermore, if a bank issues its 
notes, the only cost would be that aris- 
ing out of the provision of an adequate 
gold reserve. But if it rediscounted 
with a central bank it would have to 
pay interest on the amount borrowed; 
and, in the opinion of some banking 
authorities, it ought also to hold a re- 
serve against the rediscounts for whose 
payment the borrowing bank has be- 
come liable. 



r | 'HE term “pet banks,” which orig- 
inated in Jackson's time, prom- 
ises to be revived under the operations 
of the Aldrich-Vreeland banking law. 
In the Treasury circular describing 
the operations of that part of the law, 
referring to public deposits it is stated 
that “Interest will be paid on the en- 
tire amount held by temporary or 
special depositaries, and on the amount 
held by regular depositaries in excess 
of the amount needed for the transac- 
tion of public business.” 

This gives the Secretary of the 
Treasury great latitude to discriminate 
in favor of certain banks by designat- 
ing them as “regular depositaries,” 
and by deciding what amount is “need- 
ed for the transaction of public busi- 
ness;” that is, the Secretary of the 
Treasury may require certain banks to 
pay interest on all their public deposits, 
and he may decide as to what part of 
such deposits in other banks are exempt 
from the payment of interest. 



As we have already pointed out 
(May Bankers Magazine, pp. 692, 
693), the Aldrich bill entrusts the 
Secretary of the Treasury with tre- 
mendous power. For instance, he is 
made the judge as to whether local 
business conditions warrant the issue 
of more currency, though he can not 
possibly know anything about the busi- 
ness of the various localities. He is, 
as already shown, empowered with au- 
thority to favor certain banks. 

The Comptroller of the Currency 
has been reduced, so far as the Aldrich- 
Vreeland bill could do so, to a subor- 
dinate position, and the powers of the 
Secretary of the Treasury correspond- 
ingly enlarged. We see no evidence 
that this was done in the public inter- 
est. 



^^N interesting subject of investiga- 
tion during the vacation period 
will be found in studying the qualifica- 
tions that led to the appointment of 
the several members of the Monetary 
Commission provided for in the tail to 
the Aldrich-Vreeland bill kite. 

At the beginning of the list stands 
the name of Nelson W. Aldrich, 
author of a bill almost universally 
condemned by expert financial opinion. 
Mr. Ai-lison, the veteran Senator from 
Iowa, has some claim to distinction as 
one of the authors of the Bland-Allison 
Act, which fastened upon the country's 
currency several hundred million dol- 
lars of cheap silver, made a full legal 
tender. Messrs. Hale, Daniel, 
Money, Burrows, and Knox have not 
distinguished themselves, so far as we 
know, for financial ability. Mr. Tel- 
ler will be remembered as one of the 
strongest champions of the free and 
unlimited coinage of silver at the 16 
to 1 ratio. He bade his party a tearful 
farewell at St. Louis in 1896 because 
it would not come out in favor of that 
great reform. 
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Mr. Vrekland, who heads the list of 
members representing the House, 
leaped into fame last spring by having 
his name coupled with the Vreeland 
bill, which in the form originally 
passed by the House was far less ob- 
jectionable than the bill that finally 
became a law. The other House mem- 
bers, with two exceptions, have a more 
or less colorless record on financial 
questions. They were appointed, per- 
haps, with the view that numbers would 
add to the respectability of the com- 
mission. 

The exceptions mentioned are Mr. 
Burton of Ohio and Mr. Weeks of 
Massachusetts. Both of these gentle- 
men have given serious study to the 
bank-note currency question, and their 
influence so far as it can be made 
effectual, will undoubtedly be in favor 
of improvement in the existing system. 
They are in such a hopeless minority, 
however, that they can hardly expect 
to achieve any substantial advantage 
over the unprogrcssive element that 
dominates the commission. 



M EASURES of more than ordinary 
importance to bankers are to be 
considered at the National Conference 
of the Commissioners on Uniform State 
Laws, to be held at Seattle, Washing- 
ton, August 21, 22 and 24. The meas- 
ures referred to are the Uniform Law 
of Bills of Lading and the Uniform 
Law of Certificates of Stock. Tenta- 
tive drafts of these acts have already 
been prepared and circulated for sug- 
gestions and criticism. Further hear- 
ings are to be had before the appro- 
priate committee on August 20 at 
Seattle. 

This work marks a notable advance 
in the reformation of our commercial 
laws, and will greatly tend toward 
safety and simplicity in the trans- 
actions reached by the proposed laws. 



Before these changes in the laws 
mentioned can take effect, they must 
be passed by the legislatures of the 
various states. After running the 
gauntlet of forty-six legislative bodies, 
the uniformity of the acts may be con- 
siderably impaired, as was the case 
with the Uniform Negotiable Instru- 
ments Act. And when the laws come 
to pass the scrutiny of the almost in- 
numerable state and Federal courts, 
the different constructions put upon 
them will so change their original 
shape that the authors of the laws 
would hardly recognize them. 

Yet, with all these unavoidable draw- 
backs, for which the Commissioners on 
Uniform State Laws are in no wise 
responsible, the enactment of these 
new measures will secure substantial 
uniformity in the laws governing bills 
of lading and transfers of stock cer- 
tificates. 

Since the Constitution of the United 
States gives Congress power to regu- 
late commerce between the states, it is 
difficult for a layman to understand 
why this power should not extend to 
the instruments necessary to carry on 
such commerce. Why should Congress 
have authority to regulate bank notes 
and not bank checks? 

As the relations existing between the 
people of the several states become 
closer, the necessity for bringing the 
state laws into something resembling 
homogeneousness becomes more and 
more urgent. The diversity of these 
laws, which has so long prevailed, is as 
great a clog on our commercial prog- 
ress as is the conglomerate monetary 
system of China upon the prosperity 
of that country. Did we not cling so 
fondly to ancient superstitions, the 
work now being done by the Commis- 
sioners on Uniform State Laws could 
be accomplished by Congress, for the 
whole country at once, and with ' a 
great saving of time and labor. 
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JT is reported that Professor A. 

Piatt Andrew, professor of econ- 
omics in Harvard University, has been 
appointed as an expert to serve on the 
Monetary Commission. As shown by 
his article in the April issue of the 
Magazine, Professor Andrew does 
not approve of the Treasury policy in 
feeding the public funds to the banks. 
He takes the sound position in this 
article that the resort to extraordinary 
means by the Secretary of the Treas- 
ury to “aid the money market” should 
be stopped, and that automatic and in- 
voluntary relations should be estab- 
lished between the banks and the 
Treasury. 

Professor Andrew shows, in the ar- 
ticle referred to, just how the present 
Treasury policy has worked, and how 
one bank in particular has profited by 
it. Perhaps it is too much to hope that 
his sensible recommendations will re- 
ceive serious consideration by the 
Monetary Commission. 



r J''HAT was a strange case where the 
promotion of a teller in a New 
York bank caused the discovery of a 
shortage of several thousand dollars in 
his accounts and led to the suicide of 
the defaulting employee. After twenty 
years' service he was in receipt of a 
salary of but $1,500 a year, and hav- 
ing a wife and family, he found this 
sum inadequate for their proper sup- 
port, and made up the deficiency by 
taking about $9,000 from the bank in 
the space of five years. For some time 
he had occupied the post of receiving 
teller, and by manipulation of the ac- 
counts was able to conceal the short- 
age. But on being promoted to the 
post of paying teller, the deception 
could no longer be maintained, and 
discovery and suicide followed. 

Of course, the insufficiency of the 
salary is blamed for the tragedy. On 



the other hand, the “Springfield 
Republican,” in commenting on the 
event says: 

“It must be obvious that the bank 
has an impossible task on its hands 
when it undertakes to lift its employees 
above the temptation to steal by lifting 
their salaries; for the larger salary 
operates to broaden the circle of living 
and so to widen the area of exposure 
to temptation. Men cannot be hired to 
be honest; and the man who is honest 
only because paid for being so is not 
an honest man and is not to be trusted 
even within the limits of the honesty- 
for-money bargain.” 

It may be in this particular instance 
that the employee did not present his 
case in the proper light to the bank. 
A great and powerful institution could 
hardly have failed to do justice to an 
employee who had been in its service 
for so long and who had, with the ex- 
ception of a comparatively short pe- 
riod, proved faithful to the bank's in- 
terests. That appreciation of his 
services was not lacking was shown by 
the act of the bank in making the pro- 
motion. The same courage that was 
required to take the funds of the bank 
and cover up the shortage, if it had 
been applied in the right direction, 
might have secured the payment of an 
adequate salary and prevented the un- 
happy catastrophe. 

It is quite easy to say that stealing 
is not the proper way to remedy a de- 
ficiency of income, and that if one kind 
of employment does not afford a living, 
a change should be made. But there 
are often practical difficulties in the 
way of making a change in one's man- 
ner of making a living. A man who 
has spent twenty years in a bank may 
find it very hard to get into other suit- 
able employment that will yield a bet- 
ter income. 

Where a bank is making good profits 
it ought to see that its employees are 
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properly paid. Where the profits will 
not warrant the payment of a fair sal- 
ary an employee must either change 
his employment or reduce his scale of 
living, however hard either of • these 
expedients may seem. No one is justi- 
fied in living on a scale that compels 
a resort to criminal expedients to main- 
tain it. 

While, under any conceivable cir- 
cumstances, banks have a right to ex- 
pect absolute honesty on the part of 
employees, they are not absolved from 
the obligation of dealing justly with 
those who constitute the banks’ work- 
ing machinery. 

Bank officers carefully scrutinize the 
affairs of their borrowers, but are 
sometimes indifferent toward their em- 
ployees. This is not good business 
policy. The wise bank officer will 
watch his employees as carefully as he 
watches his discounts. 



O UITE generally it is assumed that 
Mr. Taft’s election to the Presi- 
dency will mean a period of tranquillity 
compared to the strenuous activities of 
President Roosevelt. 

Even the warm admirers of Mr. 
Roosevelt’s policies now realize that 
he went about his work a little more 
roughly and more vociferously than 
necessary. The surgeon who comes to 
amputate a limb uses unnecessary 
harshness in kicking the patient and 
calling him a liar. 

Benjamin Harrison once, in prais- 
ing Mr. Roosevelt, said that the only 
fault he could find with him was that 
he wanted to reform all the existing 
evils in the universe between sunrise 
and sunset. That is not a bad fault, 
to be sure. But when this disposition 
was applied to business affairs whose 
delicate machinery had become accus- 
tomed to methods long in use, the shock 
caused was so great that it came very 



near dislocating the entire business 
mechanism of the country. 

Some of the devices of modern busi- 
ness, though distasteful to the moralist, 
have been adopted out of sheer neces- 
sity. Great transactions, inseparable 
from the growth in wealth and popu- 
lation, call for a corresponding aug- 
mentation of capital in large masses, 
which can only be secured by effecting 
combinations among a number of 
smaller concerns. The accumulated 
wisdom of centuries of experience has 
been drawn on to furnish the means of 
adapting our business machinery to 
modern requirements. Abuses have 
developed, which must be patiently 
studied and the right remedy soberly 
and inflexibly applied. If Mr. Taft 
shall use a little more patience than 
Mr. Roosevelt has shown, and not 
declaim about “predatory wealth” 
quite so vehemently and so frequently, 
he may accomplish just as much in the 
way of reform without at the same 
time inflicting harm upon the lawful 
business of the country. 



DEFICIENT revenues are begin- 
ning to give the Treasury offi- 
cials some concern. The slackening of 
business has affected internal revenue 
receipts unfavorably, and imports have 
sharply fallen off, thus reducing the 
customs receipts. 

But while the Government’s income 
in the last eleven months was reduced 
by $56,000,000, the expenditures were 
increased by $72,00,000. Of course, 
in making appropriations Congress 
can not know, necessarily, that the 
revenues will decrease. But this year, 
with the figures before it, there was no 
disposition to economize, and the ap- 
propriations approached record-break- 
ing totals. 

Instead of pruning expenses, it is 
much easier and more popular for 
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Congress to be liberal in making ap- 
propriations, looking to borrowing to 
make up any deficit that may result 
from this policy. 



^^CCORDING to a ruling of the 
Auditor of Public Accounts of 
the State of Illinois, who is the super- 
vising officer of the state banks and 
trust companies, it is unlawful for 
banks to give collateral security for 
deposits. The question arose in con- 
nection with a fraternal society that 
desired to place its funds on deposit 
with a bank, but wished the bank to 
lodge collateral securities in the hands 
of the society as a guaranty of the 
safety of the deposit. 

In his ruling the Auditor said that a 
transaction of this kind could hardly 
be regarded as a “deposit,” but must 
be considered as money borrowed by 
the bank. He further said that to per- 
mit an arrangement of this sort would 
be to divide the depositors of a bank 
into two classes, secured and unsecured, 
and declared that neither the laws of 
Illinois nor the Federal banking act 
contemplates the securing of deposits. 

The National Bank Act certainly 
does contemplate the securing of de- 
posits, so far as respects the funds be- 
longing to the United States, and 
rigidly insists on the deposit of collat- 
eral to guard against the possibility of 
loss. As the Auditor pertinently says, 
if a fraternal society may justly de- 
mand sqch security, why may not an 
individual do the same thing? And it 
may be asked, if the National Govern- 
ment may require banks to put lip 
collateral for deposits, why may not 
an individual insist on being as fully 
secured? It surely can not be con- 
tended that the individual has better 
means than the Government has for 
obtaining accurate information of the 
safety of banks. On the contrary, the 



banks in which the Government makes 
deposits are under the watchful eye of 
its own agents, who are authorized to 
inspect the books and to make a 
thorough examination of the banks* 
securities and of their business methods. 
Yet with all its power of examining 
and supervising the national banks 
which it uses as depositaries of public 
moneys, the Government of the United 
States refuses to trust the banks to the 
extent of a single dollar. 

It may be said that the deposits of 
individuals with banks are not the 
same in character as those made by the 
Government. It is perhaps more nearly 
accurate to say of these “deposits,” 
as the Auditor of Illinois did of those 
in the case above referred to, that they 
are loans, secured by collateral, and 
not deposits in the strict meaning of 
the term. 

But in any case, while the Govern- 
ment ought to take care that the public 
funds placed with the banks are ade- 
quately secured, to exact the deposit of 
an equal amount of securities with the 
Treasury would seem to be going quite 
beyond the bounds of reason. 



r J'HERE are two banks in New 
York — the American Exchange 
National and the Chemical — that re- 
fused to accept Government deposits 
on the terms prescribed in the new 
banking law. These banks do not pay 
interest on deposits, and although the 
payment of one per cent, interest 
which -the law requires would fiave 
been a comparatively trifling matter so 
far as the cost was concerned, these 
banks refused to alter their established 
policy, even for the sake of being 
“designated depositaries of the United 
States.” 

If it were practicable for all the 
banks to follow the lead of these two 
conservative institutions, the United 
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States would be without a public depos- 
itary in New York (except for such 
amounts which the banks may hold 
under the law without the payment of 
interest thereon), and the whole busi- 
ness of commercial banking in this city 
would be lifted to a healthier plane. 

Bui with the trust companies doing 
a general banking business and offer- 
ing to pay interest on deposits, it is 
an impossibility for the ordinary com- 
mercial banks to do otherwise than bid 
for deposits in the same manner, even 
were they so disposed. And so long as 
the banks in other cities within the 
competing territory of the New York 
banks continue to pay interest on de- 
posits, the banks of this city will have 
to do likewise as a measure of self- 
protection. 

Even if there were no trust com- 
panies, it can not be said with any 
degree of certainty that the banks 
would not offer interest on deposits. 
It would, however, in that case, be 
easier than it now is for them to dis- 
continue the practice if they wished 
to do so. 



the spring meeting of the execu- 
tive council of the American 
Bankers’ Association at Lakewood, N. 
J., an interesting report was made by 
the Committee on Credit Information, 
of which Mr. Joseph T. Talbert, 
vice-president of the Commercial 
National Bank of Chicago is chairman. 

The report took up the subject of 
the purchase of commercial paper by 
the banks, through note brokers, and 
called attention to abuses that have de- 
veloped in the course of such business. 
After considering various means of 
correcting these abuses, the report 
says: 

“The correction of abuses, and the 
proper safeguarding of credit as far 
as it can be done at all in the purchase 
of paper, appears to lie in co-operation 



between the banks and the best of the 
note brokers. The only practical 
means of procuring such co-operation, 
if any exists at all, is through the 
clearing-houses. The real difficulty in 
gauging credits is to get at the truth 
and the whole truth. This is nearly 
always inaccessible, but even when at- 
tained the credit man is not often in 
position to know absolutely that the 
information before him is the whole 
truth. Aside from the relatively few 
cases of barefaced fraud and dishon- 
esty, against the happening of which 
there can be no protection, severe 
losses are nearly always sustained be- 
cause of misleading statements and of 
incomplete knowledge of the facts. It 
seems clear, therefore, that the greatest 
measure of protection lies in bringing 
about through co-operation of clearing- 
house banks a system of annual audits 
of the books and accounts of all con- 
cerns selling paper through note 
brokers.” 

This suggestion seems to be practi- 
cable, and if it shall be carried out, a 
check will be placed upon the easy 
manufacture of “commercial paper,” 
and the undue extension of credit. 

Every effort made to enhance the 
safety of commercial paper tends to 
promote the soundness of the country’s 
banking and business transactions. 

The labors of this committee are 
most important, and it is to be hoped 
that the report which will be made at 
the Denver convention of the American 
Bankers’ Association may form the 
basis of favorable action in line with 
the work already done. 



J^EW Presidents have rendered 
greater service to the cause of 
sound money than Mr. Cleveland, 
whose death occurred last month. 
Whether the run on the Treasury made 
in his second Administration was due 
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to deficient revenues, to an unfavorable 
state of the foreign trade, or to the 
large purchases of silver, does not mat- 
ter much so far as Mr. Cleveland's 
action is concerned. He found the 
Treasury gold running down, and fail- 
ing to replenish it by sales of bonds, he 
resorted to the device of buying gold 
with bonds and at the same time mak- 
ing a contract with the Belmont-Morgan 
syndicate to maintain the Treasury 
gold at a certain figure. This expedi- 
ent proved successful, and the threat- 
ened suspension of gold payments was 
avoided. 

Mr. Cleveland not only defended 
the gold standard from the assaults 
made upon it, but he practically forced 
Congress to repeal the silver-purchas- 
ing clause of the Sherman Act, thus 
reversing the country's policy of 
“doing something for silver,” and pre- 
paring the way for strengthening the 
gold standard and making it something 
more than a thory. 

Had Mr. Cleveland been in power 
in later years, he would undoubtedly 
have championed the cause of credit 
bank-note currency, and with his force- 
ful personality would have carried it 
to success. 

Grover Cleveland had many sub- 
stantial claims to the affectionate re- 
membrance of his countrymen, and by 
no means the least of these were the 
services he rendered to the cause of 
sound and honest money. 



IMMINENT banking authorities, 
when considering the note-issuing 
functions of the banks, seem to get 
enveloped and befogged in the clouds 
and mists that have been engendered 
by the endless controversy over a really 
simple matter. 

Mystification has ever been the re- 
liance of those who seek to hold the 
masses of mankind under their domin- 



ion. The plain truths of religion have 
been so obscured by irrelevant doc- 
trines and creeds that it has become 
almost a hopeless task to extract the 
grain of wheat from the mass of chaff 
in which it has become hidden. The 
quack doctor may generally be recog- 
nized by his employment of medical 
terms which the layman can not under- 
stand. Pseudo-political economists may 
be “spotted” by the very profun- 
dity and complexity of their views. 
They involve themselves in a mass of 
technicalities and fine-spun theories 
which neither they nor any one else 
can comprehend. 

The ease with which mankind may 
be mystified accounts for the slow 
progress of currency reform in the 
United States. Quacks and cuttle- 
fishes are doing all they can to obscure 
the plain simple issues involved. If 
the movement is to attain sufficient 
strength to carry it to success, it must 
be championed by some man of force- 
ful personality who possesses the ca- 
pacity to present the whole question in 
such a plain and straightforward man- 
ner that anyone of ordinary intelli- 
gence can understand it. 



NOVEL LOCATION FOR A BANK. 



A 



DISPATCH from Reno, Nevada, 
under date of June 24 says: 



State Bank Examiner Hofer has returned 
from Rawhide after making an examination 
of the First Bank of Rawhide and the Mer- 
chants and Miners Bank. He also examined 
the Bank of Wonder and declares that all 
three are insolvent. He says the Merchants 
and Miners may be able to settle its claims 
it creditors do not press them. 

The Northern Saloon, run by Tex Rickard 
at Rawhide, has practically assumed all 
banking operations. Last night Rickard 
came to Reno with several thousand dollars 9 
worth of checks which he cashed. Rickard 
has arranged to serve as a clearing house for 
Rawhide merchants and will do the banking 
business over his bar. 



Digitized by 



Google 




THE CURRENCY PLANK IN THE REPUBLICAN 

PLATFORM. 



CJHORTLY before the assembling of 
the Republican National Conven- 
tion at Chicago, the New York 
“Times” printed what purported to be 
a tentative draft of the Republican 
platform. It was commonly under- 
stood that this preliminary draft of the 



liminary draft, together with the al- 
terations. 

We reproduce herewith from the 
“Times” the original draft of the 
plank relating to Currency Legislation, 
together with the changes that were 
made before its adoption: 



We approve the emer-i 

CarrtMf gency measures* adopted 
tcfiilatlo. by the Government dur*4 
log 'the recent financial 
disturbance, and especially commend the 
t passage by the last session of Congress 
vf the le ws pa s s e y on ee l mews^ designed to 
protect the country from a repetition of 
such slrlngency^o nly -WH4 thew e a w be 
cel sb lie h sd a pe r m a ne n t t ae r a nrur system 



t hat will ov oid a l l em e r ge n e i ss. The Re-| 
publican Party la committed ta the devel*; 
opment of such a permanent system. >re< 
vrponding to our greater needs', and in di ndj 
I mi all reapecte with the most progressive! 
nations of the world :*and the appointment 
of the monetary comiriissioit by the pres* 
ent Congress, which will impartially in* 
vest? gate all proposed methods, insured 
the earjy realization of this purpose. 

•The present currency laws have fully 
Justified their adoption, bui an expanding 
commerce, a marvelous growth in wealth 
and population, multiplying the centres of 
distribution, increasing the demand for 
the movement of crops in th+ West and 
fkftith. apd entailing periodic changes ini 
monetary conditions, disclose the need of 1 
|'a more elastic and adaptable system. Such 
a system must meet the requirements of 
agriculturists, manufacturer s, merchants 
and business men general ryJOnSfomHic in 
ooeratluti. minimising the fluctuations in 
interest rates, and. above all. * must be 
In harmony with that Republican doctrine 
which insists that every dollar shall be 
based upon* r ed e si n a bl e I nf ana am good r 
as* gold. 

In line with the purpose he?* declared 
to secure by every* wise means greater 
eafety and stability in the banking and 
currency system. *w« f favor the estab- 
lishment- of postal savings banks for the 
people, upon principles embodied in the 
measure now pending In Congress and. 
set *<or a vpte on -Dec. ]4 i\wxt ^ 



o 




^4 



u 

a. f rfmJx A 






platform had been submitted to the 
President and Mr. Taft, even if it had 
not been actually prepared by them. 
That it did not differ greatly, as a 
whole, from the platform actually 
adopted is shown by a reproduction in 
the “Times” of June 19 of the pre- 



It will be seen the original draft 
referred to the new currency law as a 
“temporary enactment,” but this was 
stricken out, as were also the following 
words: “Only until there can be es- 

tablished a permanent currency system 
that will avoid all emergencies.” 
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Evidently, if the President and Mr. 
Taft were responsible for the original 
draft of the platform, declaring the 
Aldrich- Vreeland law to be a tem- 
porary measure, they were overruled at 
Chicago by some superior authority. 

The changes referred to really mean 
that it is the intention of those who 
forced the Aid rich- Vreeland law 

through to make it permanent, for all 
the declarations of the currency plank 
are empty, and might just as well be a 
part of the Democratic or Populistic 
party creed. 

In stating that “the appointment of 
the Monetary Commission by the pres- 
ent Congress . . . insures the 

early realization of this purpose” (the 
development of a permanent system, 
responding to our greater needs, etc.) 
the Republican platform affronts every 
man of common intelligence. The 
Monetary Commission, with two ex- 



ceptions — Mr. Burton and Mr. 

Weeks — is made up of men from 
whom nothing sound or sensible in the 
way of currency reform may be ex- 
pected. 

Another significant change was made 
in striking out the provision that every 
dollar shall be redeemable in gold. 
This is a direct concession to unsound- 
ness. It is, raoveover, a display of 
ignorance, for already every dollar is 
redeemable in gold, either by law or 
by Treasury precedents. 

The Republican currency plank is 
weak and unsound. Apparently its 
worst features were dictated by those 
who are chiefly responsible for the 
Aldrich- Vreeland currency law. It by 
no means follows, however, that Mr. 
Taft need be bound by this declara- 
tion. He is great enough and strong 
enough to make a platform of his own. 



THE BANKS OF BUENOS AIRES. 

T HROUGH the courtesy of Mr. C. A. Tornquist, The Bankers Magazine is enabled 
to present herewith statistics, showing the condition of the banks of Buenos Aires, 
Argentine Republic, on February 25 last (a nounts stated in United States currency). 



Percent- Dlvi- 
Deposits Gash age of dends 

in U. S. re- cash to per 

dollars serve deposits cent. 



Surplus and 

BANCO capital 

paid up 

Anglo Sud Americano $6,500,000 

Aleman Transatlantic© 6.000.000 

Britanico de la America del Sud 4,500,000 

Credlto Argentlno 5,000,000 

Espanel del Rio de la Plata 10,000,000 

Frances del Rio de la Plata 3, 000.000 

Galicia y Buenor Aires 2,500,000 

Germanlco de la America del Sud.... 5,000,000 

Habilitador 

Italia y Rio de la Plata 3,000.000 

Londres y Brasil 6,000, 000 

Londres y Rio de la Plata 10,000,000 

Naclon Argentina (Central Nat. Bk.) 35,000.000 
Property of the Arg. government. 

Nuevo Italiano 1,500,000 

Popular Argentlno 2,200,000 

Popular Italiano 400,000 

Provincia de Buenos Aires 10.000,000 



Total $100,000,000 

Loans $345,000,000. 
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13,402.885 


5,271,108 
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16,460.017 


6,012,835 
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1,097,036 


402,488 


36.69 
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61,714.304 


14,434,940 


27,91 
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24,924,565 


9,730.209 


39.04 


9 


1,542,417 


500,984 


32.48 


. . 


1,924,261 


2,245,668 


116.70 
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33.308 


32,965 


98.97 




32,440.000 


6,493,262 


20.02 
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4.102.208 


2,058,318 


60.18 
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61,551,989 


28,060,766 


45.59 


20 

profits 


92,293,387 


42,808,139 


46.38 


incr’se 

capital 


10,115,910 


1,825,150 


18.04 


10 


3.746,571 


1,793.863 


47.88 


10 


767,539 


143,206 


18.66 


. . 


25.558.148 


6.084.319 


23.80 


8 


$346,391,171 


$130,295,375 


37.61 
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THE BANK OF FRANCE, 



Importance of the Note Circulation.— The Policy of a Uniform Discount Rate 
and the Protection of the Gold Reserve. 

By Charles A. Conant. 



'T'HE function of note issue is im- 
A portant in France because of the 
large part which notes play as a me- 
dium of exchange in comparison with 
checks and other instruments of credit. 
There is nominally a fixed limit to the 
amount of the circulation of the Bank 
of France, but practically this limit 
has always been raised by a change of 
law when it has become apparent that 
the business of the country has grown 
up to the limit. 

The limit was first fixed during the 
Franco- Prussian War as a necessary 
condition of the suspension of gold 
payments, but when the government 
proposed the removal of the limit in 
1884, it was fixed by the Chambers at 

8.500.000. 000 francs ($700,000,000) . 
Another extension of the legal limit 
was made by the law of January 25, 
1893, to $4,000,000,000 francs and it 
was found necessary In the extension 
of the charter in 1897 to advance the 
limit to 5,000,000,000 francs and again 
by a law of February 9, 1906, to 

5.800.000. 000 francs. 1 

The Bank of France faced a serious 
problem at the close of the nineteenth 
century in the struggle over the re- 
newal of its charter. The renewal was 
proposed in 1891, but the opposition 
was so strong in the Chambers that the 
bill for the purpose was withdrawn by 
the ministry for fear of defeat. The 
bank then pursued a Fabian policy, 
awaiting the near approach of the ex- 
piration of the charter at the close of 
1897 in the apparent belief that oppo- 
sition would be silenced in a measure 
by the lack of time for framing a 
workable project for a new institution. 
The new charter was laid before the 



Chamber of Deputies on October 31, 

1896, and was referred to a committee 
of twenty-two for examination. This 
committee did not report until winter 
and their report was not taken up for 
consideration in the Chamber until 
May 15, 1897. The bill passed the 
Chamber on July 1, by a vote of 419 
to 97, 2 and went to the Senate, where 
it was passed at the October session 
and became a law on November 17, 

1897. The vote upon the passage of 
the bill in the Chamber of Deputies 
did not indicate the full strength of 
the opposition to the charter. The 
proposition to convert the bank into a 
state institution was rejected by a vote 
of 118 to 422, but the proposition that 
the bank should provide capital for an 
agricultural bank to the amount of 

60,000,000 francs was rejected only by 
a vote of 287 against 258. 

The new charter, which was not 
greatly changed from the form in 
which it was submitted by the Govern- 
ment, extended the privileges of the 
bank until December 31, 1920, sub- 
ject to the power of termination by 
the Chambers on December 31, 1912, 
if they should see fit to so vote during 
the year 1911. The latter limitation 
was added by the Committee of the 
Chamber of Deputies which considered 
the government plan. The essential 
features of the old charter were not 
changed, but the limit of circulation 
was increased to 5,000,000,000 francs, 
the bank renounced interest upon two 
existing loans to the Government 
amounting to 140,000,000 francs, and 
made a further advance to the Govern- 
ment of 40,000,000 francs free of in- 
terest. These renunciations of interest 



1 Bulletin de Statistique, February, 1906, 
LEX. 119. 



2 L’Economlste 
XII. 15. 



Europeen, July 2, 1S97, 
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